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BY  DR.  ISIDOR  LOEB, 

Dean  of  School  of  Gommefce  and  Admini^ation, 
Uniyeiiity    Missouri,  GoJumbia,  MissomL 


Exenpt  ttma.  Resobitkiiis  Adopted  by  the  Missowi 

Bankers'  AssociaUon. 

«Be  It  Fmrtlier  Resolved,  That  tke  Presideiit  of  the  Mis. 

souri  Bankers'  Association  be,  and  he  is  hereby  authorized 
to  appoiiit  a  special  eoaunittee  of  three  ■ambers  for  the 
purpose  of  bringing  this  matter  (condition  of  revenue  laws, 
and  provision  for  appointubent  of  a  Tax  Commission)  to  the 
attcatioB  of  the  sext  General  Assembty;  at  doing  whatever 
may  be  necessary  to  secure  favorable  action  on  the  proposi- 
tion from  the  Assembly;  and  of  enlisting  the  support  and 

^         co-operation  in  this  work  of  the  other  important  Imsiness 

^  '  ^'  oiganizations  of  the  State." 

TAXATIC^  IN  MISSOURI 

L   THE  EXISTING  SITUATION. 
1.   The  General  Property  Tax  System. 

The  revenue  laws  of  Missouri  provide  for  the  taxation  of  all 

property  real  and  personal.  Assessors,  elected  in  each  county,  are 
required  to  assess  all  property  "according  to  its  true  value  in  money." 
A  county  board  of  equalization  is  provided  for  the  purpose  of  re- 
viewing the  acts  of  the  county  assessor  and  this  board  is  required 
to  increase  or  reduce  assessments  so  that  all  property  shall  be  as- 
sessed at  the  **real"  or  **true"  value.  Finally,  a  state  Board  of  Equal- 
ization, consisting  of  the  Governor,  Secretary  of  State,  State  Audi^ 
tor,  State  Treasurer,  and  Attorney  General  is  authorized  to  review 
the  acts  of  the  county  boards  of  equalization  and  is  required  to  in- 
crefuse  or  reduce  the  asseaaments  in  the  different  counties  so  as  to 


bring  them  to  their  "true  value."  Upon  the  assessment  as  finally 
fixed  by  the  State  Board  of  Equalization  there  are  levied  the  rates 
of  taxation  established  for  state,  county,  and  other  local  purposes, 
the  same  rate  beins:  levied  upon  all  classes  of  property. 

This  system,  which  is  known  as  that  of  the  general  property 
tax,  has  been  in  existence  in  Missouri  since  its  introduction  in  the 
early  history  of  the  state.  It  is  based  upon  the  supposition  that  a 
man's  property  is  a  good  basis  for  estimating  his  ability  to  pay  taxes. 
It  is  also  assumed  that  the  locally  elected  assessor  can  and  will  find 
and  estimate  the  value  of  all  kinds  of  property  and  that  the  boards  of 
equalization  can  and  will  correct  errors  made  by  the  assessors  and 
secure  the  enforcement  of  the  law  requiring  that  all  property  shall 
be  assessed  at  its  txue  value. 

2.   Unequal  Distribution  of  Burden  of  Tax. 

It  is  doubtful  whether  the  general  property  tax  as  outlined 
above  has  ever  been  adequately  enforced  in  Missouri.  In  its  early 
history  when  conditions  werte  quite  primitive  it  is  probable  that  it 
was  fairly  well  administered.  Practically  all  pr<^)erty  was  tanfi^- 
ble  in  character,  its  value  was  easy  to  determine,  and  great  inequal- 
ities did  not  arise. 

As  the  state  grew  in  population  and  wealth  the  situation  became 
more  complicated.  Property  values  increased,  new  forms  of  prop- 
erty appeared  and  the  problem  of  assessment  became  increasins^y 
difficult.  The  local  county  assessors  were  unable  to  meet  the  new 
situation  and  they  received  little  if  any  assistance  from  the  boards 
of  equalization. 

As  a  result,  much  property  escaped  assessment  and  there  was 
a  great  lack  of  uniformity  in  the  assessments  which  were  made. 
As  the  rate  of  taxation  is  the  same  for  all,  it  follows  that  inequdi- 

•  ties  in  the  assessment  lead  to  corresponding  inequalities  in  the  dis- 
tribution of  the  burden  of  the  tax.  Those  whose  property  is  assessed 
relatively  too  high  pay  an  excessive  share  of  the  tax;  those  as- 
sessed on  a  relatively  low  basis  are  subject  to  less  than  their  just 
share  of  taxatim,  while  those  whose  property  escapes  the  assess- 
ment entirely  are  able  to  evade  all  of  their  taxes  and  the  burden 
upon  others  is  thus  necessarily  increased. 

3.  Lack  <tf  Uaifmnity  in  AsseeBiiients. 

The  failure  of  assessors  and  boards  of  equalization  to  secure 
the  enforcement  of  the  law  for  the  assessment  of  property  at  its 
true  value  and  the  consequent  lack  of  uniformity  in  taxation  have 

been  recognized  for  a  long  time.  Attention  has  been  called  to  this 
deplorable  condition  by  successive  governors  and  state  auditors. 
Two  state  Tax  Commissions  have  been  appointed  to  investigate  and 
make  recommendations  regarding  the  tax  situation  in  this  state. 
The  reports  of  both  of  these  commissions  as  well  as  the  testimony  of 
other  officials  agree  in  pointing  out  glarmg  inequalitieB  in  the  as- 


sessment of  pwerty  for  taxation.  fThe  following  paragraphs 
taken  from  the  report  of  the  Tax  Commissifni  of  1903  show  the 
condition  existing  at  that  time : 

''Reports  wore  ree^ved  fima  ninety-eight  counties  and 
the  City  of  St.  Louis.  These  would  be  indeed  startling  if 
gone  of  the  facts  stated  therein  had  not  been  previously 
known.  They  show  a  condition  of  affairs  that  should  no 
longer  be  permitted  to  continue. 

"It  is  within  the  bounds  of  truth  to  say  that  no  two  coun- 
ties in  the  State  have  the  same  rule  for  the  assessment  of  all 
classes  of  property,  and,  generally  speaking,  there  is  absoi- 
lutely  no  uniformity  as  to  the  proportion  of  the  actual  cash 
value  taken  as  the  basis  for  the  ummmrA  value. 

''Sonie  comities  value  real  estate,  so  these  reports  show, 
as  low  as  thirty  per  cent,  of  its  selling  price,  while  othm 
have  a  ninety  per  cent,  basis.  Some  assess  real  estate  at 
thirty-three  and  one-third  per  eent,  UMiney  and  credits  at 
one  hundred  per  cent,  and  tangible  personal  property  at  ifty 
per  cent. 

•*There  is  an  absolute  want  of  equality  in  taxation  ac- 
eordhig  to  the  replies  veeeived  from  the  offieos,  and  the  ab- 
sence of  any  uniform  rule  throughout  the  State  for  assessing 

**lt  results  from  this  condition  that  some  counties  con- 
tribute more  than  their  part  to  the  State's  expcnditares^  while 
others  are  charged  with  less  than  their  share." 

As  the  reconmiendations  of  the  Tax  Commission  were  not  car- 
ried out  the  situation  has  not  improved  but  has  become  worse  since 
1903.  As  a  rule  property  located  in  a  city  is  assessed  higher  than 
that  located  m  rural  districts.  This  is  due  to  the  fact  that  the  con- 
stitutional limitations  on  the  rate  of  city  taxes  makes  it  necessary 
to  increase  the  assessments  in  order  to  secure  sufficient  revenue  for 
city  purposes.  As  assessment  is  the  same  for  all  taxation  it  results 
that  property  in  cities  pays  taxes  on  a  higher  assessment  not  only 
for  the  city  but  also  for  state,  county,  and  school  purposes. 

The  evide«oe  makes  it  dear  that  there  is  great  lack  of  unifor- 
mity in  the  assessmoit  of  property  for  taxation.  While  the  rate 
of  taxation  is  the  same  for  all  property  variations  in  the  rate  of  as- 
sessed value  to  real  value  mean  differences  in  the  proportionate 
share  of  taxes  paid.  Of  two  persons  each  owning  property  of  the 
actual  value  of  $1,000,  the  one  whose  property  is  assessed  at  60% 


of  its  real  value  wiU  pay  three  times  as  much  m  taxes  as  the  one 
whose  OToperty  ia  assessed  on  a  2^%.  basis.  This  illustrates  the 
condition  existing  within  many  counties  and  as  among  the  several 
cities  and  counties  of  the  State  It  leads  to  a  ^^^J^  }^ 
tribution  of  the  burden  of  taxation  which  was  not  <»n*«^^*eJJ2^ 
the  constitution  or  laws  of  the  State  and  offends  our  sense  of  right 

and  justiee. 

4.   Evasion  of  Tax  on  IntangiUe  Property. 

Lack  of  uniformity  in  taxation  under  present  conditions  arises 
not  only  from  inequality  in  assessment®  but  also  from  the  fact  that 
certain  kinds  of  property  entibrely  escape  the  assessor,  and  aw^t 
assessed  for  taxation.  Land,  houses,  machinery,  horses,  c»ttte, 
SSidise,  furniture,  etc.,  are  visible,  cannot  be  concealed  and  as 
S^S^TiSMsed  for  tkxes.  On  the  other  hand  money,  notes  bonds 
L?st^slSo^  «  intangible  property  which  may  be  hidden  or 
sent  out  of  the  State  and  thus  escape  assessment  and  taxation. 
™s  has  always  been  true  but  in  the  early  history  of  the  general 
DroLrtv  Sx  the  amount  of  this  class  of  property  was  so  smallthat 
fte  ^o^of  taxation  was  not  of  material  consequence.  Today, 
ho^^,  Jiie  situation  is  quite  different  as  the  acUjal  vahie  of  te- 
tangible  property  constitutes  an  enormous  aggregate,  the  greater 
part  of  which  entirely  escapes  assewment. 

The  following  table  showing  the  ayessed  valuations  of  Prop- 
erty in  Missouri  for  the  taxes  of  1914  furnishes  strddng  evid«ice 
of  the  fact  that  a  large  amount  of  intangible  property  escapes  as- 
seisment  and  taxation: 


MISSOURI  ASSESSMENT  FOR  TAXES  OF  1914. 
Class  of  Property      Ass'd  Val.         Ass'd  Val.  JJ^g^^ 

Land,  acres  %  469,929,518 

Town  lots.   777,125,044 

Total  Real  Property  $  1,247,054,562  64.06 

Live  stock  $  85,024,955 

Money,  notes,  and  bonds  116,679,706 

Corporate  Companies   84,277,9©! 

Merchants  and  Manu- 
facturers   127,578,298 

Other  personal  property  90,776,742 


Total  Personal  Property   604,337,692  26.90 

j^^ar^^^Ui^^i^^   ^^  ^^^^  ^ 


Total  assessed  value  of  all  prop- 
erty  .11,946^62,547 


In  the  above  table  "Money,  notes  and  bonds"  and  Corporrte 
r--,™™nW' i^sVnt  intangible  personal  property  whose  total  as- 
Compamea  wf»*J™UsJrsB7 It  is  impossible  to  indicate  how 
'^fZ^ft^f^"^  ^^^  ^^^^^^  intangible  but  it 
K  H»  fhat  ™l V  a  smifl^omit  is  of  this  character.  Assum- 
jy  S^t  amoun?s't:  WOoToO  we  have  $220,967^ 

securite,  it  is  dear  that  the  overwhelming  proportion  of  intangi- 
wrpersonal  property  eseapes  assessment  and  toation. 

^™bove  table  is  significant  of  the  ^^^^Z^^^^^ 
property  tax  system  to  shift  the  greater  part  of  ^^^f^^J^ 
SSupon  real  property.  As  more  than  oj^-half  of  the  r^rwid^ 
Sridffe  tdegraph  and  telephone  property  falls  under  this  head  it 
ft^ws  tlKS  property  blUrs  more  than  70  per  cent,  of  the  burden 
of  the  general  property  tax. 

6.  Failure  to  Produce  Adequate  State  Revenue. 

One  of  the  essential  requisites  of  a  system  of  taxation  is  ca- 
nacitv  to  produce  reveiue  adequate  for  all  necessary  public  needs. 
During  the  present  year  tibe  failure  of  the  state  revenues  to  meet 
the  necessary  appropriations  for  state  institotions  has  d«^ted  p^ 
lie  attention  to  this  defect  in  our  system  of  taation.  l^sei^ 
condition  is  only  an  acute  phase  of  a  situation  which  has  eaosted 
tor  many  years  during  which  the  state  has  been  prevented  from 
und^ini  importamt  activities  by  reason  of  the  general  inade- 
quacy of  state  revalue.  ^  ^  ^  ^  i.. 

Few  people  realize  how  sKght  is  the  burden  of  state  taxation 
in  Missouri.  One  may  think  that  his  taxes  are  high  but  he  usually 
overlooks  the  fact  that  about  95%  of  this  amount  is  for  county, 
city,  and  school  purposes.  The  total  tax  rate  for  state  purposes  m 
Missouri  is  only  18  cents  on  the  $100  assessed  valuation.  Of  this 
amount  8  cents  is  used  for  interest  on  the  pubUc  debt  leaving  15 
cents  for  general  revenue  of  which  one-third  is  returned  to  the 
counties  for  public  school  purposes.  Hence  of  the  State  t^  on 
property  only  10  cents  on  the  $100  assessed  valuation  is  used  f<w 
the  current  needs  of  the  state.  A  man  with  a  farm  or  house  as- 
sessed for  $1,000  pays  one  dollar  in  taxes  for  state  purposes.  As 
the  assessed  value  ranges  from  20i%  to  60%  of  the  real  value  the 
burden  of  taxation  for  state  purposes  averages  less  than  4  cents  on 
the  $100  real  value  of  property  or  less  than  <me-tw«ity-nrth  of  one 

That  the  burden  of  state  taxation  in  Missouri  is  relatively  as 


weU  as  absolutely  slight  is  shown  by  the  following  table  of  com- 
parative tax  rates  for  state  purposes  and  assessed  valuatifnis  of 
property  for  the  year  1914 : 

State             Tax  rate  for  State  Purposes  Assessed  Values 

on  $100  assessed  value  of  Taxable 

Property 

Illinois                              70     cents  $  2,422,361,©52 

Indiana                           38%  cents  1,939,876,166 

Iowa                                49    cents  982,476,912 

Kansas                              12     cents  2,804,789,903 

Minnesota                         47^2  cents  1,369,000,000 

IfiMOuri                          15     cents  1,946,562,547 

Kansas  is  the  only  state  whose  tax  rate  is  lower  than  Missouri, 
but  it  will  be  noted  that  the  assessed  value  of  property  in  Kansas  is 

nearly  one  billion  dollars  in  excess  of  that  in  Missouri.  This  is  due 
to  the  fact  that  in  Kansas  property  is  assessed  at  its  full  value 
while  in  Missouri  the  average  is  less  than  40%  of  the  real  value. 
As  12  cents  on  full  value  is  equal  to  30  cents  on  a  40  %  valuation, 
the  aetual  burden  of  state  taxation  in  Kansas  is  double  that  in  Mis- 
souri. This  is  further  shown  by  the  fact  that  in  1914  the  state 
tax  on  property  brought  into  the  general  revenue  fund  of  Missouri 
only  $2,711,222  as  compared  with  $3,345,712  in  the  state  of  Kan- 
sas. 

In  somie  states  the  problem  of  adequate  state  revenue  has  been- 
sohred  by  increasing  the  tax  rate  for  state  purposes.  Thus,  for  ex- 
ample, in  Illinois,  the  rate  was  increased'  to  70  cents  of  which  13 

cents  was  for  public  school  purposes  and  10  cents  for  the  state  Uni- 
versity. In  Missouri  the  legislature  cannot  increase  the  rate  of  tax- 
ation as  the  Constitution  provides  that  the  tax  rate  for  state  pur- 
poses cannot  exceed  15  cents  on  the  $100  assessed  valuation.  Kan- 
sas also  has  retained  a  low  tax  rate  but  has  secured  adequate  rev- 
^ue  by  increasing  the  assessed  value  of  property  to  its  full  value. 
In  Missouri  the  legislature  has  provided  by  statute  for  the  assess- 
ment of  property  at  "its  true  value,"  but  this  law  has  not  been  en- 
forced and  property  is  assessed  at  different  rates  in  different  coun- 
ties but  in  all  cases  much  below  its  real  value. 

The  esqilanation  of  the  failure  to  enforce  the  laws  of  Missouri 
requiring  property  to  be  assessed  at  its  true  value  is  to  be  found 
in  the  character  of  the  administrative  machinery  provided.  Prop- 
erty is  assessed  for  taxation  by  an  assessor  elected  in  each  county. 
In  many  cases  the  assessor  has  had  no  experience  in  methods  of  valu- 
ing property  and  thus  through  lack  of  knowledge  fails  to  enforce 
the  law.  Ill  most  cases,  however,  the  local  assessor  consciously 
keeps  down  the  assessment  so  that  his  constituents  will  not  be  re- 
quired to  pay  as  large  a  proportion  of  the  state  tax.  As  the  state 
tax  is  so  small  it  would  seem  that  this  motive  would  not  be  a  strong 
one  but  experience  proves  the  contrary.  Some  assessors  are  in- 
fluenced by  the  knowledge  of  low  assessments  in  neighboring  coun- 


ties and  the  great  majority  follow  the  practices  and  traditions  of 
their  predecessors  in  office. 

The  assessor  is  not  alone  to  blame.  His  assessment  lists  are 
passed  upon  by  the  county  board  of  equalization  made  up  of  the 
judges  of  the  county  court,  the  county  surveyor,  and  assessor.  These 
are  all  locally  elected  officials  and  are  subject  to  the  same  influences 
as  the  assessor.  In  most  cases  if  the  assessor  increased  assess- 
ments to  the  true  value  they  would  be  reduced  by  the  county  board 
of  equalization.  In  no  case  do  these  boards  undertake  to  enforce 
the  law  requiring  property  to  be  assessed  at  its  true  value. 

Finally  the  assessments  in  each  county  as  equalized  by  the 
county  boards  of  equalization  must  be  passed  upon  by  the  State 
Board  of  Equalization  consisting  of  the  Governor,  State  Auditor, 
State  Treasurer,  Secretary  of  State,  and  Attorney  General.  This 
body,  however,  has  not  been  able  to  secure  the  enf orcment  of  the 
law  requiring  assessments  to  be  at  full  value.  In  the  first  place 
the  members  are  busy  with  the  duties  of  their  respective  offices 
and  do  not  have  sufficient  time  to  devote  to  the  difficult  problem  of 
state  equalization  of  values.  They  do  not  have  sufficient  knowledge 
of  the  condition  affecting  values  throughout  the  state  and  are  un- 
provided with  adequate  means  for  securing  the  necessary  infor- 
mation. Finally,  under  a  decision  o£  the  Supreme  Court  the  State 
Board  of  Equalization  cannot  increase  or  diminish  the  assesnnent  at 
individuals  or  specific  pieces  of  property  but  is  limited  to  changes 
in  the  aggregate  value  of  property  or  of  classes  of  property  within 
a  county. 

n.  REMRDIES  PROPOSED. 

1.   A  State  Tiax  CommisBion. 

During  the  last  twenty  years  there  has  been  a  tendency  among 
states  to  abandon  the  ex  officio  Boards  of  Equalization  which  have 
failed  to  enforce  laws  regarding  assessments  and  to  substitute  for 
them  appointed  Tftx  C!ommisBions  whose  members  give  all  of  their 
time  to  the  supervision  of  local  assessors  and  the  equalization  of 
property  values  for  purposes  of  taxation.  Appointed  Tax  Commis- 
sions now  exist  in  30  states.  In  5  states  Tax  Commissions  are  elected 
while  in  4  states  they  are  made  up  partly  of  appointed  and  partly 
of  ex  officio  members.  Only  9  states  including  Missouri  retain  the 
antiquated  ex  officio  Boards  of  Equalization  made  of  state  offi- 
cials who  have  other  important  duties. 

The  State  tax  commissions  are  not  all  of  equal  effectiveness. 
The  most  efficient  type  is  a  commission  of  3  members  appointed  by 
the  Governor  for  a  period  of  6  years  who  devote  their  entire  time  to 
the  duties  of  their  office.  The  Tax  Con^mission  should  have  gen- 
eral supervision  over  the  administration  of  all  laws  for  the  assess- 
ment and  collection  of  taxes  with  power  of  compelling  the  perform- 
ance of  legal  duty  by  local  tax  officials.  It  should  have  full  powers 
to  investigate  local  assessments  and  to  make  re-appraisements  by 


its  own  appraisers.  It  should  have  authority  to  hold  state  and  dia- 
Sct  meetings  of  local  assessors  for  the  purpose  of  instruction  m 
methodfof  Issessment.  The  Tax  Commission  would  fobe  aWe 
to  submit  recommendations  to  the  legislatoe  fromtime  to  time  ccm- 
ceming  desirable  changes  in  the  revenue  laws  of  the  state.  ^ 

The  ^tablishment  in  Missouri  of  a  State  Tax  Commission  with 
adeauate  powers  would  result  at  once  in  the  enforcement  of  the  law 
?eSKSs«Smente  at  full  value  and  would  thus  relieve  the  criti- 
caf ^^"ti^^^ed  by  the  existing  inadequacy  of  state  revenue. 
™s  L  S^^^^^  by  tZ  following  figures,  which  sl^  ^^^^^^ 
secured  in  the  assessed  value  of  property  in  five  states  wWch  estaD- 
li^ied  effective  tax  commissions. 

Assessed  value  of  property  before  and  after  estaWiahment  of 
^eetive  State  Tax  Commissions. 


State 

Year 

Total  Ass'd  Val. 

Kwisas — 

1907 

$  425,281,214 

Tax  Commission 

1908 

2,451^t397 

established  in  1907 

1914 

2,804,461,476 

Michigan — 

1899 

968,189,087 

Tax  Commission 

1900 

1,335,109,918 

established  in  1899 

1912 

2,317,561,634 

Ohio- 

1910 

2,484,315,574 

Tax  Commission 

1911 

6,201,303,588 

established  1910 

1914 

7,614,000,000 

West  Virginia- 

1905 

277,000,000 

Tax  Commission 

1906 

875,000,000 

established  in  1905 

1914 

1,270,646,125 

Wisconsin — 

1899 

648,035,848 

Tax  Commission 

1900 

746,022,932 

established  in  1899 

1901 

1,436,284,000 

1912 

2,466,636,793 

It  may  be  urged  that  the  assessment  of  property  at  full  value 
would  produce  more  revenue  than  is  needed  by  state  and  local  gov- 
ernments. In  such  event  the  legislature  could  either  lower  tiie  rates 
of  taxation  or  could  provide  for  levying  the  taxes  upon  only  a  cer- 
tain per  cent  of  the  assessed  valuation.  At  present,  however,  no 
attematiye  exists  for  the  present  condition  of  inadequacy  of  state 

'^^'^^^kUy  important  is  the  fact  that  a  State  Tax  Commission 
would  largely  remove  the  lack  of  uniformity  in  assesKnemts  among 
cities,  counties,  individuals,  and  different  classes  of  property.  Ade- 
quate information  for  such  purposes  could  be  secured  and  local  or 
personal  considerations  would  be  eliminated.  It  is  only  in  this  way 
titot  theuni£<wmity  of  taxation  fuaranteed  by  the  constitution  can 
be  secured. 


2.  ClaaaiicatiiMi  «r  U^aagiUe  PenMMial  Property. 

While  a  State  Tax  Commission  would  be  able  to  secure  a  better 
administration  of  the  law  providing  for  the  taxation  of  intangible 
personal  property,  it  would  not  be  able  to  prevent  the  evasion  <»  the 
tax  on  the  great  mass  of  such  property.  The  experience  of  rfl 
states  has  shown  that  it  is  impossible  to  tax  intangible  property 
adequately  under  a  general  property  tax. 

Many  students  of  taxatimi  believe  that  intangible  personal 
property  should  not  be  taxed  as  swih.  Notes,  bonds,  stocks,  and 
mortgages  are  merely  evidences  of  mterests  in  property  whKSh  it- 
self is  subject  to  taxation.  Hence,  it  is  argued,  that  the  taxation  of 
these  intangible  instruments  will  result  in  double  taxation  of  the 
same  property.  If  a  man  owns  a  farm  assessed  for  $3,000,  he  will 
pay  taxes  only  on  that  amount.  If,  however,  he  borrows  $2,000 
and  gives  a  mortgage  on  his  farm  for  that  amount,  the  law  pro- 
vides for  the  taxation  of  the  $2,000  mortgage  as  wdl  as  the  *8,000 
assessed  on  the  farm.  As  no  new  value  has  been  created,  it  is 
claimed  that  there  is  double  taxation  on  $2,000. 

It  is  also  claimed  that  the  taxation  of  notes,  bonds,  and  mort- 
gages causes  an  equival^t  rise  in  the  rate  of  interest  as  money 
will  leave  the  state  unless  it  can  receive  a  return  as  high  as  in  other 
states.  But  an  increase  in  the  rate  of  interest  means  that  the  bur- 
den of  the  tax  falls  upon  the  borrower  though  the  tax  may  be  col- 
lected from  the  lender.  The  man  who  loans  the  money  may  pay 
the  tax  on  the  mortgage  but  as  the  interest  which  he  receives  is 
increased  at  least  enough  to  cmnpensate  him  for  such  payment  the 
owner  of  the  farm  who  has  borrowed  the  money  in  the  end  bears 
the  burden  of  the  tax.  He  would  not  otherwise  be  able  to  borrow 
the  money  as  the  lender  would  send  it  to  other  states  where  it 
would  not  be  subject  to  the  tax. 

The  people,  however,  have  not  been  willmg  to  exempt  intangi- 
ble property  from  taxation.  In  mjany  states  stringent  laws  have 
been  passed  for  enforcing  the  taction  of  such  property.  Wlule 
temporarily  increasing  the  assessments  of  intangible  property  the 
ultimate  result  has  been  a  failure  in  every  case.  It  is  easy  to  un- 
derstand this  failure.  In  many  cases  the  interest  on  notes  and 
bonds  does  not  exceed  five  per  cent.  The  total  tax  rate  for  state 
wd  local  purposes  ranges  firom  21/2  to  31/2  per  cent.  A  tax  rate 
of  2V2  per  cent,  upon  a  note  or  bond  for  $1,000  which  bears  5%  in- 
terest would  amount  to  $25  or  one-half  of  the  income.  If  we  assume 
that  the  note  is  assessed  at  only  one-half  of  its  actual  value  the  tax 
would  amount  to  25%  of  the  income  from  the  note  which  is  an 
intolerable  burden  and  far  in  excess  of  the  burden  of  such  tax  upon 
the  income  from  other  property.  The  owner  of  the  note  or  " 
will  either  take  his  property  out  of  the  state,  insist  upon  a  fa 
rate  of  interest,  or  conceal  his  ownership  and  make  a  false  return 
of  his  property  to  the  assessor.  As  many  adopt  the  latter  plan,  the 
law  is  brought  into  contempt  and  the  moral  sense  of  the  commu- 
i^ty  is  loweied. 
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Some  states  have  recognized  the  logic  of  the  situation  by  class- 
ifying property  for  taxation.   Real  estate  and  tangible  personal 

property  are  placed  in  one  class  and  intangible  personal  property 
in  the  other.  While  the  former  are  subject  to  the  general  prop- 
erty tax,  the  latter  is  exempt  from  that  but  subject  to  a  special 
tax  in  lieu  of  all  other  taxes.  In  the  case  of  notes  and  bonds  se- 
cured by  mortgages,  the  tax  is  collected  at  the  time  the  mortgage 
is  recorded  so  that  tb«re  is  no  chance  to  escape  the  tax.  Stocks 
and  other  intangible  property  not  secured  by  mortgage  are  ex^pt 
from  the  general  property  tax  provided  they  are  publicly  recorded 
and  pay  a  recording  fee  of  the  same  amount  as  the  recordmg  tax 
cm  mortgages.  The  recording  tax  is  usually  one-half  of  one  per 
cent  As  this  is  not  a  confiscatory  rate,  the  owners  of  stocks  pre- 
fer to  pay  the  fee  rather  than  to  evade  the  law  or  remam  under  the 
possibility  of  becoming  subject  to  the  general  property  tax. 

In  the  states  which  have  adopted  some  method  of  classifymg 
intangible  personal  property  for  the  purpose  of  special  taxation,  it 
has  been  found  that  the  amount  of  revenue  secured  from  this 
source  has  been  eaarmmAy  increased  without  causing  any  rise 

in  interest  rates. 

Minnesota  has  had  for  a  number  of  years  a  mortgage  recording 
tax  which  produces  about  $500,000  annually.  Money  and  credits 
other  than  mortgages  are  also  subject  to  a  special  tax.  In  1910, 
when  money  and  credits  were  subject  to  the  general  property  tax, 
the  total  assessment  was  $13,919,806  levied  upon  6,200  persons  and 
producing  a  revenue  of  $879,764.  In  1914,  under  the  new  law  72,- 
266  persons  were  assessed  $196,548,307  and  paid  in  taxes  $589,644. 

In  New  York  state  a  revenue  of  $3,704,648  was  produced  by 
the  mortgage  recording  tax  in  1912  as  compared  with  $935,291  de- 
rived from  the  general  property  tax  on  mortgages  in  1906. 

The  fcdlowing  figures  for  the  tax  on  bonds  and  stocks  in  Balti- 
more, Maryland,  show  the  effect  of  a  special  low  rate  upon  mtangi- 
bles  as  compared  with  a  high  rate  under  a  g^eral  property  tax: 

Year  Ass'm't.        Tax  Rate  per  $100  Revenue 

1896  $    6,000,000  $2.173^  $130,650 

1897  58,703,795  .47%  280,310 
1915                208,481,712  .45  mjm 


It  will  be  seen  from  the  above  that  a  system  of  classification  of 
intangible  personal  property  for  taxation  results  in  a  largely  in- 
creased revenue.  This  revenue,  moreover,  is  distributed  among  a 
very  large  number  of  persons  instead  of  falling  upon  a  few  who 
are  too  honest  or  too  weak  to  evade  the  general  property  tax. 

The  introduction  of  a  plan  of  classification  of  this  nature  in 
Missouri  would  not  only  relieve  the  present  serious  situation  in 
state  finances  but  would  also  bring  about  a  much  more  equitable 
system.  Under  existing  conditions  the  greater  part  of  notes,  bonds, 
stodu,  etc,  escape  taxation  so  that  the  total  revoMie  from  this 


source  is  relatively  small.  By  imposing  a  special  low  rate  upon  such 
property  the  assessment  would  be  so  largely  increased  that  the  rev- 
^ue  received  would  be  more  than  doubled.  In  the  language  of  the 
Minnesota  Tax  Commission  "the  new  law  would  reduce  the  premium 
on  dishonesty  and  permit  men  to  be  truthful  *  *  *  without  fear  of 
having  their  property  confiscated  in  excessive  tax  rates."  This 
plan  would  also  benefit  those  persons  who  now  give  in  a  true  list 
of  their  intangible  property  and  are  subject  to  the  full  tax  rate 
while  the  great  majority  of  persons  pay  nothing  on  such  property. 
It  woiild  promote  honesty,  increase  the  revenue  of  the  state  and 
lead  to  a  moro  equitable  apportionm^t  of  the  burden  of  taxation. 

Other  features  of  our  system  of  taxation  are  open  to  criticism 
but  these  which  have  been  discussed  are  of  the  most  vital  impor- 
tance. The  establishment  of  a  state  tax  commission  will  do  away 
with  the  inequitable  and  unjustifiable  inequality  in  assessments 
throughout  the  state.  The  people  of  Missouri  do  not  believe  in 
inequality  in  taaottion.  They  do  not  think  one  man's  property 
should  be  assessed  at  a  higher  rate  than  that  of  another  nor  that 
property  in  one  county  should  bear  a  heavier  burden  of  state  taxa- 
tion than  that  which  obtains  in  another  county.  They  will  sup- 
port any  plan  which  will  remove  these  evils  and  lead  to  equal  as- 
sessments in  county  and  state.  A  state  tax  commission  will  not 
only  accomplish  this  result  but  will,  by  an  enf  orcem^t  of  the  law 
regarding  assessments,  increase  the  general  revenue  of  the  state 
so  that  it  will  be  adequate  for  the  necessary  support  of  the  depart- 
ments of  state  governments  and  state  instituions. 


